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SUBJECT: ECONOMIC ASSISTANCE TO YEMEN 
REF: (1) JIDDA 6934; (2) SNA A-35 

SUMMARY: FOLLOWING SUMMARIZES INEORMATION REQUESTED BY KOREAN 
EMBASSY JIDDA RE AID TO YAR EROM VARIOUSDONORS. ALSO PROVIDES 
BACKGROUND ON EOREIGN INVESTMENT IN YAR. 

1. A. BEST WAY TO CHARACTERIZE LEVEL OF ECONOMIC ASSISTANCE 
EROM USSR TO YAR IS: SLOWLY DIMINISHING AND NO FLLOW-THROUGH. 

BEST ESTIMATE OE TOTAL SOVIET AID 1956-1976 IS $104 MILLION. 

IN ADDITION, BULGARIANS, CZECHS, HUNGARIANS AND EAST GERMANS 
WERE MOVED TO PROVIDE ABOUT $13 MILLION IN SAME PERIOD. 

SUMBER OE SOVIET EXPERTS AT PRESENT IS 150-200. ONLY 
IMPORTANT NEW AGREEMENT SIGNED IN 1976 WAS PROMISE TO EXPAND 
CEMENT PLANT PROM 50,000) 59 250,000 TON CAPAICITY. SINGLE 
LARGE ON-GOING PROJECT IS WADI SARDUD AGRICULTURAL PROGRAM. 
RUSSIAN ADVISORS ALSO PRESENT AT HODEIDAH PORT. DOCTORS AND 
MEDICAL TECHNICAIANS AT WORK IN SANA, HODEIDAH AND 
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TAIZ HOSPITALS - WITH UNPLATTERING RESULTS. 

B. TRADE PIGURES WITH USSR FOR FY 1975 (JULY TO 
JUNE) ARE MIXED: (PIGURES IN MILLIONS) 

FY 74 FY 75 PERCENT OP MARKET 
EXPORTS TO USSR $.27 $.22 2.5 

IMPORTS FROM USSR $4.7 11.3 5(SAME AS FY74) 
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C. GREATEST JOLT TO SOVIET ASPIRATIONS IN YEMEN 
WAS PROBABLY JUNE 1976 COMMITMENT EROM SAUDIS TO SUHYLY 
$139 MILLION IN ARMS TO Y.A.R. UNTIL THEN, USSR WAS 
PRINCIPAL ARMORER FRO YEMENIS. 

2. A. CHINESE (PRC) - YEMENI ECONOMIC RELATIONS 
ARE WARM - REELECTING THOSE OE POLITICAL REALM. 

CHINESE BELIEVED TO HAVE ABOUT 400 WORKERS 

IN COUNTRY, ALTHOUGH MANY AOE SEMI-SKILLED. POST HAS 
NO GOOD ESTIMATE P TOTAL PRC AID; NO AGREEMENTS WERE 
ANNOUNCED DURING PAST YEAR. MAJOR CURRENT PROGRAMS ON 
WHICH CHINESE AT WORK ARE: 

(A) 230- KILOMETER SANA-SA'ADA HIGHWAY; 

THREE QUARTERS COMPLETE. 

(B) 86-KILOMETER AMRAN-HAJJA ROAD. 

(C) CONSTRUCTION OF NEW TEXTILE EACTORY 
AT HODEIDAH. 

(D) FINAL STEPS IN 400-BED TAIZ HOSPITAL. 

B. CHINA'S TRADE WITH YEMEN GREW CONSIDERABLY 
IN FY 1975: (FIGURES IN MILLIONS) 

FY 74 FY 75 PERCENT OE MARKET 
EXPORTS TO PRC $.7 $4.9 43 

IMPORTS PROM PRC $6.8 $25.0 — 

(CHINESE PURCHASES MOSTLY COTTON AND SEEDS.) 

3. NORTH KOREA- YEMEN RELATIONS ARE NOT STRONG IN ANY 
SPHERE, DESPITE CHINESE ENCOURAGEMENT. SMALL AMOUNT 
OP ECONOMIC ASSISTANCE LIMITED TO HEALTH CLINIC AT 
DAMMAR AND VEHICLE REPAIR PACILITY AT HODIEDAH. 
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A $700,000 GIPT WHEAT SHIPMENT HAS ARRIVED. PRK 
RELIEVED TO HAVE VERY PEW AID PERSONNEL IN YEMEN. 

THEY ALSO SENT SOME TRACTORS, WHICH DON'T WORK WELL, 

AND A MUSICAL INSRUCTOR, WHO IS TERRIBLE. 

4. A. U.S. AID GRANT TO YEMEN POR 1976 WILL REACH 
$16 MILLION. USAID AND PEACE CORPS HAVE ABOUT 80 
EXPERTS AND VOLUNTEERS IN COUNTRY. (UN HAS 200.) 

THE EXPANSION OP THE TAIZ WATER AND SEWAGE PROJECT IS 
USAID'S MAJOR PRESENT EPFORT. 

B. U.S. TRADE WITH YEMEN IS ONE-SIDED: 

(PIGURES IN MILLIONS) 

FY 76 FY 76 

EXPORTS TO U.S. $.2 $.1 

IMPORTS PROM U.S. $4.0 $10.0 

5. WEST GERMANY HAS HAD THE LARGEST WESTERN AID EPPORT 
IN THE YEMEN. TWO OP MOST VISIBLE AND WELL-RECEIVED 
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PROJECTS ARE SANA INTERNATIONAL AIRPORT - OPENED IN 
1973, AND THE SANA8TAIZ HIGHWAY BUILT UNDER A LOAN 
AGREEMENT EOR ULTIMATE COST OF DM 90 MILLION. ERG 
IS AHIO FUNDING AN EXPERIMENTAL FARM AT SANA, A TELEPHONE 
IMPROVEMENT EFFORT, A SMALL MEDICAL CLINIC IN 
SANAQN AND A GEOLOGICALRUURVEY TEAM. 

6. IN 1974/75 ECONOMIC ASSISTANCE FROM GREAT BRITAIN 
TO YAR AMOUNTED TO 500,000 POUNDS STERLING, THIS SUM 
SUPPORTED TWELVE MEMBERS OF THE BRITISH VOLUNTEER 
PROGRAM, AN ECONOMIC SURVEY TEAM, AND A SMALL GROUP 
OF VETERINARIANS. 

7. FRANCE HAS A MINIMAL ASSISTANCE EFFORT, CONSISTING 
OF A FEW SCHOLARSHIPS, SOME FRENCH LANGUAGE TEACHERS, 
AND A SMALL NUMBEROF RELIGIOUS VOLUNTEERS. 

8. YEMEN CURRENTLY RECEIVES A TOTAL OF BILATERAL AND 
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MULTILATERAL FOREIGN ASSISTANCE OF $150 MILLION/YEAR. 

YARG IS ATTEMPTING TO CAPITALIZE ON THE HELP IN A 
NUMBER OF WAYS, NOT ALL OF WHICH ARE SUCCESSFUL - 
AS OF YET. INDUSTRY STILL ACCOUNTS FOR ONLY 2 - 3 
PER CENT OF THE TOTAL GDP. FOREIGN INVESTORS HAVE 
NOT RUSHED IN DESPITE PASSAGE OF A LIBERAL FOREIGN 
INVESTMENT LAW (DETAILS OF LAW NUMBER 18 ARE FOUND 
IN SANA A-35 OF OCTOBER 30, 1976). 

9. THE FIGURES FOR THE YEMENI FOREIGN DEBT ARE 
ANOMALOUS. EXTERNAL PUBLIC DEBT FOR FY 76 IS 
ESTIMATED TO BE $280 MILLION, BUT YEMENIS ARE 
REFUSING TO PAY ANY OF SOVIET AND EAST BLOC DEBT. 

BALANCE OF TRADE WILL BE MINUS $360 MILLION. BUT 
BALANCE OF PAYMENTS (CURRENT ACCOUNTS AND TRANSFERS) 
WILL SHOW A FAVORABLE BALANCE OF $80 MILLION. THE 
ANSWER, OF COURSE, IS $600 MILLION IN REMITTANCES 

FROM YEMENIS WORKING IN THE GULF, SAUDI ARABIA, AND 
THE UNITED STATES. THIS ASSET CONSITUTES THE 
COUNTRY'S CHIEF PROP AND ONE OF THE GOVERNMENT'S 
GREATEST CHALLENGES - SINCE LITTLE OF THIS MONEY 
REACHES THE PUBLIC COFFERS. 

10. QUESTION OF WHAT AID ROK MIGHT PROVIDE SHOULD 
PROBABLY START FROM OCT. 75 ROK COMMITMENT TO BUY 
50,000 TONS 

K ROCK SALT IN EACH OF NEXT THREE YEARS. 

AT SAME TIME (OCT. 75) ROK OFFERED TO PROVIDE 100 
SEWING MACHINES AND HELP IN SETTING UP SMALL 
CLOTHING FACTORY. THEY HAVE ALSO OFFERED SEVEN COCA- 
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TIONAL TRAINING SCHOLARSHIPS. WE ALSO UNDERSTAND THAT 
ROK AND YAR HAVE LONG SINCE AGREED TO OPENING OE 
EMBASSIES, AND YAR EXPECTED THIS MOVE IN SPRING OP 
THIS YEAR (1976). JOINT VENTURES, IN WHICH YAR ALSO 
INTERESTED, HAVE ALSO BEEN DISCUSSED BY PREVIOUS ROK 
MISSIONS TO SANA, AND NO PURTHER EXPLORATION IS NEEDED 
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IN THIS FIELD. TO COVER THEIR INVESTMENT INSTILL 
IDLE ROCK SALT PACILITY IN SALIF, YARG IS TALKINGABOUT 
SALT PROCESSING PLANT THERE. THEY WANT ALSO TO DEVELOP 
PORT OF SALIF. IF KOREANS WANT TO MOVE AHEAD HERE, 

THEY SHOULD COME WITH PROJECTS AND DETAILED 

PROPOSALS IN HAND. THERE HAVE BEEN TOO MANY EXPLORATORY 

MISSION. 

1 1 . LAWS WRITTEN RECENTLY IN YAR ARE DESIGNED TO 
ATTRACT AND PROTECT FOREIGN INVESTMENT AND REFLECT 
HIGHLY FAVORABLE VIEW OF MARKET SYSTEM. IN ADDITION 
TO TAX AND CUSTOMS EXEMPTIONS FOR INITIAL YEARS OF A 
FACTORY, THERE ARE NO RPT NO EXCHANGE CONTROLS, NO 
AGENT REQUIREMENTS, NO STRIKES PERMITTED AND NO REAL 
PROBLEMS WITH RESIDENCE OR ENTRY VISAS FOR FOREIGN 
MANAGEMENT. 

SCOTES 
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